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KEY ECONOMIC INDICATORS 


(In millions of current U.S. dollars unless noted) 


1985 1987 
Domestic Economy 


Population (mil.) 10.1 10.9 
GDP 6988 10289 
GDP/Capita 691.8 943.9 
GDP/Capita Constant CFA/1985 691.8 644.8 
Real GDP Growth 4.7 -2.7 
Consumer Prices (%) 3.7 5.3 
Central Gov. Spending 

as % of GDP 16.9 21.5 


Production 


Coffee (000’s MT) 265 270 266 

Cocoa " 555 590 608.6 
Cotton “ 88.4 82.8 94.5 
Rubber ” 38.5 44.1 51.9 


Change in Constant GDP 
Agriculture and 


Petroleum GDP 2027.4 -0.8 -4.1 
Industry, Energy, 
and Construction GDP 1204.0 5.9 0.0 


Balance of Payment 


Exports (FOB) 
Imports (FOB) 
Trade Balance 
For. Debt (Billions $) 
Debt Service 

(after rescheduling) 
Debt Service Ratio (%) 


U.S.-Cote d’Ivoire Trade * 


Exports to (FAS) 

Imports from (CIF) 

U.S. Exports as % of Total 
U.S. Imports as % of Total 


Avg. CFA/$ Exchange Rate* 
E Estimate 


N/A = Not Available 
*IMF Statistics 





SUMMARY 


Cote d’Ivoire’s vulnerability to factors beyond its control--in 
particular international commodity prices and exchange rates-- 
was demonstrated dramatically in 1987 as the combined effects 
of low and falling cocoa and coffee prices and the decline of 
the U.S. dollar cut export earnings by about a quarter. In 
response to the financing shortfall, and following the declara- 
tion of a moratorium on foreign debt payments in May 1987, the 
Ivorian Government negotiated a financial rescue package 
consisting of a new International Monetary Fund (IMF) standby, 
Paris and London Club reschedulings, bilateral assistance, and 
World Bank and African Development Bank structural adjustment 
lending. 


Negotiations on the rescue package were completed only in early 
1988. By then, a new plunge in cocoa prices, together with 
shortfalls in tax earnings and other problems, had undermined 
the economic assumptions in which the rescue package was based. 
President Houphouet has said that he will not cut prices paid to 
farmers as a way of reducing current government losses on cocoa 
production. Given that the latest financing crisis follows 
nearly a decade in which the Cote d’Ivoire has pursued austerity 
policies, there are few obvious areas in which spending may be 
easily cut or revenue raised. 


As of mid-1988, the Government of Cote d’Ivoire was responding 
to the decline in world cocoa prices by holding its current 
crop from the market in hopes of driving up the price. Real 
GDP contracted in 1987 in response to the loss in foreign 
earnings, and economic activity remained depressed or in 
decline into 1988. The weakness in economic activity has been 
exacerbated by the government’s financing difficulties, which 
have led to liquidity shortages in the domestic financing 
systen. 


The 1980s have been a hard period for Cote d’Ivoire, as weak 
commodity prices, the debt crisis and drought have imposed 
budgetary austerity. In addition to continued fiscal restraint, 
which has reduced investment levels to about 6 percent of GDP 
from around 24 percent at the end of the 1970s, the government 
has pursued structural reforms in the public and foreign trade 
sectors under the auspices of the World Bank. Recent lean years 
follow two decades during which Cote d’Ivoire’s pro-business 
policies helped produce economic growth rates of over 7 percent 
a year, which made possible the development of an extensive 
agricultural export sector, the construction of an impressive 
infrastructure, and the education of a managerial class. 
Although investment levels remain low and overall economic 
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activity remains depressed, there continue to be opportunities 
for U.S. business, in particular on projects funded by World 
Bank or other international financing. 


CURRENT ECONOMIC SITUATION AND TRENDS 


Public Finances and Structural Adjustment 


In the late 1970’s Cote d’Ivoire, like many countries, resorted 
to foreign borrowing to finance ambitious investment programs 
when export earnings were severely limited by the end of the 
commodity price boom and the second oil shock. Foreign 
borrowing needs were inflated when the public sector enterprises 
generated balloning deficits rather than revenues. By 1980, 
the Government of Cote d’Ivoire (GOCI) was in financial trouble 
and turned to the International Monetary Fund (IMF) for 
assistance. IMF programs have been in place for most of the 
time since, supplemented from 1981 by World Bank structural 
adjustment loans. 


Government budgets have become generally restrictive, with 
total public sector spending rising only about 4.5 percent in 
the 5 years ending 1987. Civil service salary levels and the 
minimum nonagricultural wage have been frozen since 1982 
although promotions were unblocked in 1986. The retail prices 
of key consumer items were raised to eliminate subsidies; 
fringe benefits for teachers and other civil servants were 
reduced; and the number of entrants into civil service was 
limited. Most dramatically, investment spending was cut and 
limited to those projects for which financing appears assured, 
bringing the investment/GDP ratio from 24 percent at the 
beginning of the decade to about 6 percent in 1987. 


Together with austerity in public sector spending, the GOCI has 
worked with the World Bank to implement structural adjustment 
measures. The GOCI has privatized significant public sector 
investments and improved the management of remaining public 
sector enterprises. In addition, the GOCI is working to 
harmonize tariffs around a level of 40 percent and has 
implemented an import surcharge and export subsidy scheme. 


Falling prices for Cote d’Ivoire’s principal export commodities 
and a declining dollar combined with fixed domestic farmgate 
prices sharply reduced in 1986 the surpluses of the Caisstab, 
the government’s agency for the financing and commercialization 
of Ivorian coffee, cocoa, cotton and palm oil, and resulted in 
unprecedented, substantial deficits in 1987 and 1988. Since 
Caisstab’s surplus traditionally provided a large part of the 
funds for investments and debt payment, Caisstab’s predicament 
has also produced large holes in public accounts despite 
continued spending restraint. 
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For 1988, central government spending, at CFA 647 billion, is 
slated to decline 3.4 percent from the revised 1987 budget. 
Operating expenses, which consist largely of personnel costs, 
are set to rise 2.6 percent to CFA 493.5 billion, while invest- 
ment expenditures are expected to decline almost 20 percent, to 
CFA 143.6 billion. 


To fill the large gap estimated for 1987-88, the GOCI entered 
into new discussions with the IMF, the World Bank, Paris and 
London Club creditors and bilateral donors. In February 1988, 
a Special Drawing Right (SDR) 82.5 million Compensatory 
Financing Facility (CFF) loan and SDR 79 million standby 
facility were approved by the IMF Board of Directors. In 
December 1987, the Paris Club approved a new rescheduling, and 
in April 1988 a new London Club agreement was initialled. 

Still under way are negotiations toward a $365 million agricul- 
tural sector loan and a $346 million energy sector loan, of 
which a portion will come from the World Bank and the rest from 
the African Development Bank, Japan and other donors. 


As part of its own contribution to resolving its financing 
difficulties, the government adopted several new tax measures 
in August 1987, including an extension of the Value Added Tax 
(VAT) to the retail trade sector as of January 1, 1988, an 
increase and extension of import duties, and increased levies 


on patents, licenses, tobacco, pleasure boats, etc., which 
together with intensified revenue collection efforts were 
designed to raise about CFA 56 billion. By second quarter 1988, 
however, it was apparent that the plunge in cocoa prices since 
late 1987, together with disappointing tax collections and 
public enterprise deficits, would place the public sector 
accounts in the red once again and require further remedial 
action and supplementary financing. 


The GOCI faces the dilemma that, with the economy already weak, 
tax rates already high and tax evasion a problem, it is 
difficult to identify new, productive revenue sources. Also, 
while a cut in producer prices--a root cause of Caisstab’s 
problems--would ease the financial constraint, the government 
so far has refused such a measure because of its commitment to 
the farmers to maintain fixed prices. 


Debt Management Policies 


Faced with a widening public sector deficit, the Cote d’Ivoire 
called a moratorium on its foreign debt payments in late May 
1987. Recognizing that the government’s financing problems 
were largely due to external factors, that is, to the decline 
in commodity prices, and that Cote d’Ivoire was continuing to 
pursue austerity and structural adjustment policies, the Paris 
Club agreed to a new rescheduling of Ivorian debt in December 
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1987, the fourth. Under the new rescheduling, 100 percent of 
principal and 95 percent of interest payments were rescheduled 
over 10 years with 6 years’ grace. 


The London Club agreement initialled in April 1988 provides for 
the rescheduling of the entire stock of principal due through 1995 
over a period of 14 years with 5.5 years’ grace and also extends 
CFA 43 billion ($140 million) in new money. Unfortunately, the 
government did not make its initial payment under the new 
agreement of around $50 million in interest. 


Economic and Financial Developments 


Following 2 years of expansion, Cote d’Ivoire’s GDP slumped 2.7 
percent in real terms in 1987 under the impact of a 24 percent 
decline in export revenues, or the equivalent of 8 percent of 
GDP. Almost two-thirds of the export decline was attributable to 
declining cocoa and coffee prices compounded by a depreciating 
dollar. However, other factors, including declining production 
of coffee, wood and petroleum, quality problems, increased 
competition from imports, and delays implementing investment 
plans contributed to the loss of foreign income and the overall 
decline in economic activity. 


Agriculture remains by far the most important sector of the 
economy, accounting for about 30 percent of GDP. Cote d’Ivoire 
is the leading world producer of cocoa and the fourth largest 
producer of coffee. Cocoa and coffee account for slightly under 
50 percent of export earnings. The CFA price for these two 
principal products fell 21 and 52 percent, respectively, in 1987, 
and the decline in prices continued into 1988. Moreover, the 
volume exported fell as well. For coffee, the decline also 
reflects the underlying reduction in Ivorian production, due in 
part to the fact that the price paid the farmer is the same as 
for cocoa, which requires much less labor than coffee. Moreover, 
an unsatisfactory proportion of coffee production is made up of 
unexportable or low value “black beans," the result of poor 
quality control. Efforts are being made to address the quality 
problem, and also to encourage coffee over cocoa production. 


Tropical hard wood production, once an important export, fell 
almost a third last year in continuation of a trend caused first 
by deforestation and then also by the government’s efforts to 
rebuild the forests by limiting harvest. Fruit exports fell as 


well, in part because of problems meeting export quality 
standards. 


Aware of the need to diversify the economy away from excessive 
dependence on coffee and cocoa, Cote d’Ivoire has encouraged palm 
oil, rubber, and cotton production in recent years. Last year, 
the value of these efforts was demonstrated as exports of these 
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products expanded, partially offsetting the general decline. 
Cote d’Ivoire is largely self-sufficient in food, importing only 
rice, wheat, fish, meat, and dairy products in significnat 
quantities. Increased production of food for domestic consump- 
tion was another bright spot in 1987. 


Industrial output accounts for about 11 percent of GDP. The 
largest and most dynamic sector is food processing, while other 
manufacturing consists mostly of final transformation of 
imported parts and materials. Output of the food processing 
industries rose in 1987, while other production fell slightly, 
due in part to the textile sector’s difficulties in competing 
with imports, a significant quantity of which are smuggled or 
enter without payment of duties. 


Total energy output fell as well in 1987 in tandem with the 
overall decline in economic activity. About 68 percent of Cote 
a’Ivoire’s electricity production is hydro, and the rest is from 
thermal and other sources. Petroleum production from Cote 
d’Ivoire’s two small offshore fields continues to drop off as 
the reserves are depleted. The two fields now produce about 
18,000 barrels/day, or about 80 percent of Cote d’Ivoire’s 
consumption. 


The total national wage bill appears to have declined last year, 


the result of a continued wage freeze and limitations on hiring 
in the public sector, wage moderation in the private sector and 
contracting economic activity. The pace of inflation remained 

moderate at about 5 percent for African families. 


Cote d’Ivoire’s record of relatively low inflation is partly 
explained by its membership in the West African Monetary Union 
(WAMU). As one of the seven countries in the union, Ivorian 
monetary policy is set by the West African Central Bank (BCEAO) 
in line with the underlying agreement and terms negotiated with 
the French Government, which helps maintain the exchange rate 
of the CFA franc with the French franc at 50 to 1. Due to 
restrictive central bank policy, money supply rose only modestly 
last year. Overall monetary restraint masked severe strains in 
the domestic financing system last year and into 1988 as the 
government’s financing requirements and the build-up of govern- 
ment arrears to commodities exporting companies sharply reduced 
liquidity. 


IMPLICATIONS FOR U.S. BUSINESS 


About 60 U.S. companies have their offices in Abidjan, many of 
which are regional offices serving the West Africa area. 
American assets and investment are concentrated in petroleun, 
hotels, computers, and services industries. A successful U.S. 
Trade Fair, USA-Cote d’Ivoire Expo’ 87, held May 7-9, 1987, 
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demonstrated the high degree of American interest in the Ivorian 
and West African markets; a second fair, called USA-West Africa 
Expo’ 89, is planned for April 6-9, 1989. The freely conver- 
tible local currency and the open economy facilitate trade, and 


a cheaper dollar has made U.S. products once again attractive 
to local buyers. 


Although investment continues to be limited by Cote d’Ivoire’s 
financial difficulties, the World Bank and foreign export 
credit agencies provides funds to various local projects. Best 
prospects for American exports are in heavy earthmoving and 
construction equipment; telecommunications equipment; 
computers; cosmetics; agricultural and irrigation equipment; 
industrial controls, pumps, valves, and compressors; textile 
machinery, safety and security equipment; and chemicals. A 
large number of local firms import and distribute American 
equipment and goods. 


Several programs exist to help American investors, among them 
the Trade and Development Program (TDP) of the International 
Development Cooperation Agency, the Overseas Private Investment 
Corporation (OPIC) the African Project Development Facility 
(APDF), and the African Investment Program of the International 
Finance Corporation in Abidjan. American banks, insurance 
companies, accounting companies, a law firm, and consultants 
have offices in Abidjan. The American Chamber of Commerce Cote 
d’Ivoire is the only U.S. Chamber of Commerce affiliate in 
Sub-Saharan Africa, excluding South Africa. 


The ability to communicate in French remains the most essential 
element of doing effective business and living in Cote d’Ivoire. 
The best way to facilitate ready market access of goods and 
services is to devote sufficient time, effort, and follow-up to 
the appointment of a reliable, financially sound agent or 
distributor. A reputable local dealer/agent can do effective 
marketing penetration for U.S. goods and services but only if 
marketing literature and technical manuals are provided in 
French. A simple, cost cutting "home-made" or mimeographed 
sheet will do considerably more harm than good in this 
increasingly sophisticated market. 


For items of lower value, price is the single most important 
market penetration factor. For goods with higher value, 
attractive financing, quality, and the ready availability of 
local service facilities are the most critical factors. The 
business picture is however incomplete without the development 
and nurturing of a personal rapport between buyer/seller or 
investor/local initiator. That means frequent business trips, 
reliable French-English correspondence continuity, and a great 
deal of cultural empathy. An increasing number of Ivorians 
trained in the United States are working for American companies 
to provide a helpful local connection. 
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There is continued public and private interest in attracting 
American investment. The revisions made in 1985 to the 1959 
Cote d’Ivoire investment code favored investments outside 
Abidjan and ones which promote Ivorian employment, particularly 
in agribusiness and light industry, as well as in low income 
housing. Investors are not required to have an Ivorian 
partner. While there are clear investment guidelines, each 
investment is considered separately by Ivorian Government 
officials, allowing room for liberal negotiations. Priority 
status may be given to companies involved in the sectors 
mentioned above. 


The stability of the CFA franc, pegged at 50 CFA to 1 French 
franc (FF), is a major plus for investors and other 
businesspeople. Cote d’Ivoire did not restrict the repatria- 
tion of capital and profits even at the height of the 1983/84 
liquidity problem. While prior authorization is required for 
transfers outside the franc zone, permission is routinely 
granted to properly registered firms. 


Major Projects 


The African Development Bank and Fund (AFDB) is a key and 
growing player in the development of African economies. AFDB’s 
Abidjan headquarters is a vital source of timely information on 
development projects throughout Africa which U.S. suppliers and 
service firms should tap. (U.S. companies are encouraged to 
register with AFDB, contact U.S. Department of Commerce, 
International Trade Administration, Office of International 
Major Projects or wire directly to the U.S. Executive Director/ 
AFDB or the U.S. Foriegn Commercial Service/Abidjan.) About a 
dozen U.S. consulting firms are currently represented by local 
Ivorian/U.S. firms specifically to track relevant AFDB projects 
throughout Africa. 


Few major projects are expected to be implemented in the next 
year or two in Cote d’Ivoire. Recent AFDB loans approvals for 
Cote dad’Ivoire include a $31 million reforestation project and a 
$161 million road construction and rehabilitation project. The 
World Bank has ongoing projects in these two sectors as well. 
The World Bank and AFDB are also working on major sector adjust- 
ment programs in the fields of energy and agriculture. In the 
housing and urban development areas, where low and middle 
income housing is sorely needed, USAID is providing $20 million 
in commercial loans guarantees for infrastructure improvements 
in 16 secondary cities and $4 million for Abidjan. Authoriza- 
tion was given for a further $17 million for secondary cities 
in 1987. 
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A governmental agency (DCGTX, Direction et Controle des Grands 
Travaux), responsible directly to the presidency, has overall 
supervisory responsibility for every significant construction 
project, however funded, and since March 1987 for all 
feasibility studies performed on behalf of the GOCI, however 
financed. U.S. firms interested in competing for projects in 
Cote d’Ivoire are advised to make their interests known to 
DCGTX at an early stage. TDP has already supported two 
feasibility studies conducted in the country by U.S. consulting 
firms, and other studies are expected in the near future. 


U.S./Cote d’Ivoire Exports 


According to the latest available Ivorian trade statistics, the 
United States ranked seventh as an exporter to Cote d’Ivoire in 
January-November 1987. U.S. exports were $94 million (converted 
at 300 CFA to the dollar), a 25 percent increase from 1986 sales 
of $74.7 million (converted at 346 CFA to the dollar). In 1987 
U.S. exports accounted for 4.3 percent of all Ivorian imports. 
France led in sales to Cote d’Ivoire with $787.8 million or 36 
percent of all imports, followed by Nigeria ($225.6 million, 
mostly petroleum), Japan ($114.3 million), Italy ($111.5 
million), the Federal Republic of Germany ($108.7 million), and 
the Netherlands ($104.5 million). 











Let Us Be Your Guide... 
Commerce 


Publications 
Update 


... to the latest publications and press 
releases on business, the economy, trade, 
census trends, scientific and technical 
developments, and related topics from the 
U.S. Department of Commerce. 


Every 2 weeks, Commerce Publications 
Update lists dozens of new titles from the 
International Trade Administration, Census 
Bureau, National Bureau of Standards, 
National Oceanic and Atmospheric 
Administration, and other areas of the 
Department. Each listing includes number 
of pages, price, and complete ordering 
information and—in the case of major 
reports—a brief description of the 
contents. 


The price of an annual subscription to the 
Commerce Publications Update has been 
sharply reduced from $31 to $17. Now is an 
ideal time to begin taking advantage of this 
easy-to-use guide to a broad range of 
Government information. 


Enter your subscription to the Commerce 
Publications Update by completing and 
mailing the order form below, today. 


Superintendent of Documents Subscriptions Order Form 


Order Processing Code a ~ - 

Charge your order. (Wen 1 mee 
* 6370 It's easy! @S a “ 
L YES * please send me the following indicated subscriptions: 


———Subscriptions oop COMMERCE PUBLICATIONS UPDATE, for $17.00 each per year. 


1. The total cost of my order is $ . All prices include regular domestic postage and handling and are subject to change. 
International customers please add 25%. 


Please Type or Print 


2. Company or personal wae) 3. Please choose method of payment: 
ee [| Check payable to the Superintendent of Documents 


(Additional address/attention line) LJ GPO Deposit Account Basanean -C] 


L] VISA, CHOICE or MasterCard Account 


oz COPE 


(City, State, ZIP Code) 


ee ee Thank you for your order! 
( ) (Credit card expiration date) y f J 


(Daytime phone including area code) 
(Signature) 


4. Mail To: Superintendent of Documents, Government Printing Office, Washington, D.C. 20402-9371 








